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EXECUTIVE SUMMARY
ARIZONA WATER COMPANY.
APPLICATION TO EXTEND ITS CERTIFICATE OF CONVENIENCE
DOCKET NO. W-01445A-05-0705

On October 5, 2005, Arizona Water Company (“Arizona Water” or “the Company”) filed
an application for approval of an extension to its Certificate of Convenience and Necessity
(“CC&N™) for its Rimrock system. Before the end of five years, Arizona Water expects to serve
50 customers in the extension area.

The proposed extension area encompasses portions of three sections in an unincorporated
area north of the town of Camp Verde in Yavapai County. The extension area is contiguous to
the Rimrock system and to Montezuma Rimrock Water Company, LLC (“Montezuma”).
Arizona Water intends to run a 12-inch main from its current service territory which is below
Parcel Two, up through the eastern half of Parcel Two to reach the proposed development to be
located in Parcel One.

Staff has concluded that it is in the public interest for the Commission to approve the
extension of Arizona Water’s CC&N into Parcels One and Two. Arizona Water has filed a
request for service from a developer for Parcel One and the proposed twelve-inch main will run
through Parcel Two enabling the availability of water service in that parcel. Staff also concluded
that it is not in the public interest at this time for the Commission to approve the extension into
Parcel Three due to a lack of a request for service and its proximity to Montezuma.

Staff recommends that the Commission approve the application of Arizona Water for
approval of an extension of its CC&N to only Parcel One and Parcel Two as described in Exhibit
1. The request for extension into Parcel 3 should be denied.

Staff also recommends the following:

1. Arizona Water should file in Docket Control, as a compliance item in this docket, a copy
of the Approval to Construct for the extension facilities within one year from the date of
the decision in this matter.

2. Arizona Water should charge its authorized Rimrock system rates and charges to the
customers within the extension area until such time as they are changed by order of the
Commission.

3. Arizona Water should file in Docket Control copies of the developer’s letter of Adequate
Water Supply stating that there is adequate water for the requested area, no later than one
year from the effective date of an order approving this extension.

4. Failure to meet the deadlines set forth in recommendations 1 and 3 above should, after
due process, cause the grant of the CC&N extension to be null and void.
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Introduction

On October 5, 2005, Arizona Water Company (“Arizona Water” or “the Company”) filed
an application for approval of an extension to its Certificate of Convenience and Necessity
(“CC&N™) for its Rimrock system. Before the end of five years, Arizona Water expects to serve
50 customers in the extension area.

The Company is a corporation providing water utility service to 74,686 customers in
eight counties in Arizona. The Rimrock system, to which this extension will be added, serves
approximately 1,190 customers.

The Extension Area Requested

The proposed extension area encompasses portions of three sections in an unincorporated
area north of the town of Camp Verde in Yavapai County. The attached Exhibit 1 illustrates the
extension area and its proximity to the current Rimrock system and to Montezuma Rimrock
Water Company, LLC (“Montezuma”). It can be seen that the requested extension into section
36, is contiguous to Montezuma’s service territory on the east. Exhibit 2 illustrates the same area
with the three parcels at issue labeled for ease of reference.

Arizona Water has a request for service from one property owner, American West Capital
One, L.C., for its Beaver Creek Preserve development which covers approximately 95 acres of
section 26 (Parcel One). Arizona Water intends to run a 12-inch main from its current service
territory which is below Parcel Two, up through the eastern half of Parcel Two to reach the
proposed development to be located in Parcel One. According to Arizona Water, there are
several homes that will be in close proximity to the proposed line that runs through Parcel 2.
Thus, Arizona Water is requesting an extension through both Parcel One and Parcel Two.

Arizona Water does not have any requests for service from property owners in Parcel
Three. It is requesting that area because it is also close to the 12-inch main.

Montezuma

Decision No 67583, dated February 15, 2005, granted a sale of assets and transfer of
CC&N of Montezuma Estates Property Owners Association (“MEPOA”) to Montezuma, a for-
profit water company. According to the Decision, during the course of the proceeding, Arizona
Water informed Staff that it was interested in acquiring Montezuma. However, at the
administrative hearing in the Montezuma transfer proceeding, one witness testified that the board
of MEPOA met with its members who indicated that they did not want to sell to Arizona Water.

Due to the proximity of Arizona Water’s proposed extension area to Montezuma, Staff
contacted Montezuma to insure that it was aware of the pending extension request. In a
telephone conversation with Staff, a representative of Montezuma indicated she had received
requests for service from prospective customers in Parcel Three. Upon Montezuma’s request,
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Staff faxed Montezuma information necessary to intervene in the case. Montezuma has not
requested intervention, produced any requests for service, nor has it contacted Staff to indicate
further interest in the proceeding. However, Arizona water has not come forth with any requests
for service in Parcel Three either. Under these circumstances where Arizona Water does not
have requests for service from Parcel Three and the parcel is contiguous to another water
company’s service territory, Staff recommends that the Commission deny the application of
Arizona Water to extend its CC&N into Parcel Three.

The Water System

The Rimrock system is comprised of six wells with a total production capacity of 485
gal/min, 460,000 gallons of storage capacity, booster pumps, pressure tanks, and a distribution
system serving approximately 1,200 connections. Further details about the system can be found
in Staff’s Engineering Report attached as Exhibit 3. Staff determined that, including customer
growth in the current service territory along with the addition of the customers in the proposed
extension area, Arizona Water will have sufficient capacity to provide service to the extension
area.

Financing of the Extension Facilities

The facilities necessary to provide service to the extension area will be financed by a
main extension agreement.

Arizona Department of Environmental Quality (“ADEQ”) Compliance

ADEQ regulates the Rimrock water system and has determined that this system is
currently delivering water that meets water quality standards required by Arizona Administrative
Code, Title 18, Chapter 4.

The Company has not received the Certificate of Approval to Construct for the proposed
facilities. Staff recommends that the Company submit such approval to the Commission as a

docketed, compliance item, within one year of the effective date of the order in this proceeding.

Arizona Department of Water Resources Compliance (‘“ADWR?”)

The Rimrock system is not within any Active Management Area and is not subject to
ADWR’s reporting and conservation rules. However, Arizona Water should file in Docket
Control copies of the developer’s letter of Adequate Water Supply stating that there is adequate
water for the requested area, no later than one year from the effective date of an order approving
this extension.
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ACC Compliance and Complaints

According to the Utilities Division Compliance Section, Arizona Water has no
outstanding ACC compliance issues. According to a review of complaints from customers filed

with the Consumer Services section, there were no complaints or comments filed by customers
of the Rimrock division during 2005 and 2006.

Arsenic

The most recent lab analysis submitted by the Company indicated that the arsenic levels
in several of its wells exceed the new arsenic standard. The Company is currently in the process
of constructing arsenic remediation facilities to meet the new standard in its Rimrock system.

Proposed Rates

Arizona Water will provide water utility service to customers within the extension area
under its currently authorized rates and charges for the Rimrock system.

Franchise

Arizona Water has a franchise agreement with Yavapai County which encompasses the
extension area.

Conclusions and Recommendations

Staff has concluded that it is in the public interest for the Commission to approve the
extension of Arizona Water’s CC&N into Parcels One and Two. Arizona Water has filed a
request for service from a developer for Parcel One and the proposed twelve-inch main will run
through Parcel Two enabling the availability of water service in that parcel. Staff also concluded
that it is not in the public interest at this time for the Commission to approve the extension into
Parcel Three due to a lack of a request for service and to its proximity to Montezuma.

Staff recommends that the Commission approve the application of Arizona Water for
approval of an extension of its CC&N to only Parcel One and Parcel Two as described in Exhibit
1. The request for extension into Parcel 3 should be denied.

Staff also recommends the following:
1. Arizona Water should file in Docket Control, as a compliance item in this docket, a copy

of the Approval to Construct for the extension facilities within one year from the date of
the decision in this matter.
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2. Arizona Water should charge its authorized Rimrock system rates and charges to the
customers within the extension area until such time as they are changed by order of the
Commission.

3. Arizona Water should file in Docket Control copies of the developer’s letter of Adequate
Water Supply stating that there is adequate water for the requested area, no later than one
year from the effective date of an order approving this extension.

Staff further recommends that the Commission’s Decision granting the requested CC&N
extension to Arizona Water be considered null and void, after due process, should the Company
fail to meet conditions 1 and 3 listed above within the time specified.




TO: Linda Jaress
Executive Consuitant
Utilities Division

FROM: Barb Wells
Information Technology Specialist
Utilities Division

THRU:  Del Smith
Engineering Supervisor
Utilities Dwvision

DATE: December 7, 2005

RE: ARIZONA WATER COMPANY [DOCKET NO. W-01445A-05-0705)
AMENDED LEGAL DESCRIPTION

The area requested by Arizona Water for an extension has been plotted with no
complications using an amended legal description, which has been docketed. This legal
description 15 attached and should be used in place of the original description submitted
with the application.

Also attached 1s a copy of the map for your files.
bow
Attachments
cc: Docket Control
Mr. Robert Geake

Ms. Deb Person (Hand Carned)
File
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EXHIBIT 1

CC&N This Application
REVISED

PARCEL ONE

A parcel of land situated within the Southeast quarter of Section 26, Township 15 North, Range 5
East of the Gila and Salt River Base and Meridian, Yavapai County, Arizona, described as follows:

BEGINNING at the Southwest corner of said Southeast quarter;

Thence N00°15'49"W, a distance of 1392.97 feet to the Northwest comer of the South half of the
Southeast quarter of said Section 26;

Thence S85°10'44"E, a distance of 1341.11 feet to the Southwest comer of the South half of the
Northeast quarter of the Southeast quarter of said Section 26;

Thence N00°16'13™W, a distance of 709.28 feet to the Northwest corner of said South half of the
Northeast quarter of the Southeast quarter of said Section 26;

Thence S85°42'56"E, along the North line of said South half of the Northeast quarter of the Southeast
quarter of said Section 26, a distance of 1018.16 feet;

Thence S23°56'15"W, along the boundary of Thunder Ridge - Phase V, according to Book 52 of
Maps, Pages 27, 28 and 29 of records, Yavapai County, Arizona, a distance of 414.11 feet;

Thence S49°52'50"W, along said boundary, a distance 0f 292.91 feet;
Thence S31°19'38"E, along said boundary, a distance of 338.57 feet;
Thence S08°55'58"E, along said boundary, a distance of 226.69 feet;
Thence S82°57'02"E, along said boundary, a distance of 511.00 feet;

Thence S00°17'07"E, along the East line of the Southeast quarter of said Section 26, a distance of
1047.53 feet to the Southeast corner said Section 26;

Thence N84°04'52"W, a distance of 2687.84 feet to The POINT OF BEGINNING.

PARCEL TWO

The Northeast quarter of Section 35, Township 15 North, Range 5 East of the Gila and Salt River
Base and Meridian, Yavapai County, Arizona.

PARCEL THREE

That portion of Section 36, Township 15 North, Range 5 East of the Gila and Salt River Base
and Meridian, Yavapai County, Arizona, described as follows:

WAAWG EXHIBITS\CCAN2005\RR\AMERICA WEST CAPITOL ONEWLEGAL DESCRIPTION OF PROPERTY - REVISED.DOC
JOOK: XXX | 14:33 | 11/21/05




BEGINNING at the Northwest corner of said Section 36;

Thence N84°25'00"E, coincident with the North line of said Section 36, a distance of 1669.20
feet to the Northwest corner of Lake Montezuma Estates, Unit One, according to Book 13, Map

29 of records, Yavapai County, Arizona;

f’l"hence S02°01'45"E, along the westerly boundary line of said Unit One, a distance of 2339.99
eet;

Thence N88°24'55"E, along a boundary line of said Unit One, a distance of 534.25 feet;
Thence S02°01'45"E, along a boundary line of said Unit One, a distance of 162.84 feetto a

corner of said Lake Montezuma Estates Unit One, said comer also being a corner of Lake
Montezuma Estates Unit Two, according to Book 13, Map 30 of records, Yavapai County,

Arizona,

Thence continuing S02°01'45"E, along said Unit Two boundary, a distance of 162.84 feet;
Thence N88°24'55"E, along said Unit Two boundary, a distance of 205.75 feet;

Thence S15°18'03"E, along said Unit Two boundary, a distance of 627.15 feet; -

Thence S31°10'33"E, along said Unit Two boundary, a distance of 88.45 feet;

Thence S53°17'03"E, along said Unit Two boundary, a distance of 106.00 feet;

Thence S14°17'03"E, along said Unit Two boundary, a distance of 860.00 feet;

Thence leaving said Unit Two boundary, S86°05'30"W, a distance of 495.06 feet to the most
easterly corner of Montezuma Haven, according to Book 13, Page 73 of records, Yavapai

County, Arizona;

Thence N17°50'00"W, coincident with the westerly boundary of said Montezuma Haven, a
distance of 1228.20 feet;

Thence S20°56'00"W, a distance of 153.40 feet;
Thence S63°16'00"W, a distance of 1506.90 feet;
Thence S85°22'30"W, a distance of 790.00 feet to a point on the West line of said Section 36;

Thence N00°49'00"E, coincident with the West line of said Section 36, a distance of 3808.29 feet
to the Northwest corner of said Section 36 and the POINT OF BEGINNING.
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DATE:

TO:

FROM:

MEMORANDUM

February 7, 2006

Linda Jaress
Executive Consultant ITT

Del Smith (30
Utilities Engineer Supervisor

Arizona Water Company — Rimrock system
CC&N Extension — Water
Docket No. W-01445A-05-0705

Introduction

Arizona Water Company (“Arizona Water” or “the Company’’) has applied to extend its
Certificate of Convenience and Necessity (CC&N) for its Rimrock system. With this
application the Company proposes to add approximately 400 acres to its Rimrock system
CC&N which currently covers an area of approximately 2.5 square miles. The Rimrock
system is located approximately 100 miles north of Phoenix on Interstate 17 in Yavapai
County. The requested service area includes portions of Sections 26, 35 and 36 in
Township 15 North, Range 5 East.

The requested service area consists of three parcels which the Company has identified as
Parcels One, Two and Three in its application. America West Capital One, L. C. the
owner of Parcel One has requested that the Company provide water service to its 95-acre
planned development referred to as Beaver Creek Preserve. The Company has not
received any requests for service from the property owners in Parcel Two or Parcel
Three. There are no subdivisions planned or platted for these Parcels. The Company
described the development in these Parcels as a few houses. The houses presumably
receive water from private wells, or they haul water, as there are no water providers
serving in these Parcels.

Parcel Two, which is approximately 160 acres in size, is located in the northeast quarter
of Section 35 in Township 15 North, Range 5 East. A new water pipeline will be
extended through Parcel Two to serve the planned Beaver Creek Preserve development.
No other water providers are adjacent to the area contained in Parcel Two.

Parcel Three, which is also approximately 160 acres in size, covers primarily the
northwest quarter of Section 36 in Township 15 North, Range 5 East. None of the
properties within this parcel are contiguous to the new water pipeline that would be
constructed to serve the planned Beaver Creek Preserve development. Parcel Three’s
eastern boundary is adjacent to the Montezuma Rimrock Water Company
(“Montezuma”) CC&N service area. Montezuma is providing service in the area

EXHIBIT 3
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adjacent to Parcel Three. Montezuma apparently has inquiries with regard to serving the
area west of its service area which would most likely include the area contained in Parcel
Three. Since Arizona Water Company has not received any requests for service from the
property owners in Parcel Three and because none of the properties within this parcel are
contiguous to the new water pipeline that would be constructed to serve the planned
Beaver Creek Preserve development, Staff is hesitant to recommend that the Company’s
CC&N be extended to include the area contained in Parcel Three at this time.

Capacity

The Rimrock system has in existence six wells' with a total production capacity of 485
gal/min, 460,000 gallons of storage capacity, booster pumps, pressure tanks, and a
distribution system serving approximately 1,200 connections. Based on historical growth
rates, it is anticipated that the existing service area would have 1,365 total customers at
the end of five years. The Company has predicted an additional 50 customers for the
proposed CC&N extension, at the end of five years. The existing production and storage
can serve approximately 1,600 connections.? Staff concludes that the Rimrock system
has adequate production and storage capacity to serve the existing and proposed CC&N
area and can reasonably be expected to develop additional storage and production as
required in the future.

Plant Additions

A 12-inch main extension will be required to serve the planned Beaver Creek Preserve
development. The Company will fund the extension of its facilities using advances in aid
of construction through a main extension agreement that the Company plans to enter into
with the developer.

An application has been submitted to the Arizona Department of Environmental Quality
(ADEQ) for the installation of the 12-inch pipeline. At this time ADEQ has not issued
the Certificate of Approval To Construct (ATC). Staff recommends that the Company be
ordered to file with Docket Control, as a compliance item, the ADEQ ATC for the
proposed new plant no later than one year from the effective date of an order approving
this extension.

ADEQ Compliance
ADEQ regulates the Rimrock system under ADEQ Public Water System I.D. No. 13-046.

ADEQ has determined that this system is currently delivering water that meets water
quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

! One well identified as Rimrock #4 is currently inactive.
? Includes water produced by the Rimrock #4 well.
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Arizona Department of Water Resources (ADWR) Compliance

The Rimrock system is not within any Active Management Area, and consequently is not
subject to reporting and conservation rules.

Adequate Water Supply

The Company has not yet received a copy of the Developer’s Letter of Adequate Water
Supply for the area being requested from ADWR. Staff recommends that the Company
be ordered to file with Docket Control, as a compliance item, copies of the Developer’s
Adequate Water Supply letter, stating that there is adequate water, no later than one year
from the effective date of an order approving this extension.

Arsenic

The U.S. Environmental Protection Agency (EPA) has reduced the arsenic maximum
contaminant level (MCL) in drinking water from 50 micrograms per liter (ug/1) to 10
ng/l. Recent lab results indicate that the arsenic levels in several of the Company’s wells
exceed the new standard.

The Company is currently in the process of constructing arsenic remediation facilities at
its Rimrock system. These facilities will be completed later this year at which time the
Rimrock system will be delivering water that meets the new standard.

Arizona Corporation Commission Compliance

A check with the Utilities Division Compliance Section showed no outstanding
compliance issues.’

Curtailment Tariff

The Company has an approved curtailment tariff that applies to all of its systems
including the Rimrock system.

Conclusions
Staff concludes that the Rimrock system has adequate production and storage capacity to
serve the existing and proposed CC&N area and can reasonably be expected to develop

additional storage and production as required in the future.

ADEQ has determined that the Rimrock system is currently delivering water that meets
water quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

* Compliance Section email dated February 7, 2006.
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Recommendations

Staff recommends that Arizona Water be ordered to file with Docket Control, as a
compliance item, the ADEQ ATC for the proposed new plant no later than one year from
the effective date of an order approving this extension.

Staff recommends that Arizona Water be ordered to file with Docket Control, as a
compliance item, copies of the Developer’s Adequate Water Supply letter, stating that
there is adequate water, no later than one year from the effective date of an order
approving this extension.
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